INTERNATIONAL 
Financial News Survey 


Vol. XII, No. 12 


INTERNATIONAL MONETARY FUND 


September 18, 1959 


Increases in Fund and Bank Resources 


Increases in Quotas of Fund Members 


The International Monetary Fund announced on 
September 16 that 40 members, representing 82.77 
per cent of total Fund quotas as of January 31, 1959, 
have consented to increases in their quotas in the Fund 
by amounts ranging from 50 per cent to 100 per cent. 
The Fund has extended to July 31, 1960 the period 
within which the rest of its 68-nation membership may 
accept increases in quotas. Some of these countries 
have already communicated consents to the Fund which 
will become effective on the completion of certain 
formalities. 


Quota 
Quota as of Consented 
Jan. 31, 1959 to 


New Quota After 
Increase by 


Member Installments 


(In millions of 


Australia 200.0 300.0 
Austria 50.0 75.0 
225.0 337.5 
Bolivia 10.0 

300.0 550.0 
Ceylon 15.0 45.0 
Colombia 50.0 75.0 
Cuba 50.0 100.0 
Denmark 68.0 130.0 
Ecuador 10.0 15.0 


Belgium 


Canada 


El Salvador 7.5 11.25 
Ethiopia 6.0 

Finland 38.0 57.0 
France 525.0 787.5 
Germany, Fed. Rep. 330.0 787.5 
Ghana 15.0 35.0 
Guatemala 5.0 15.0 
Haiti 7.5 

Honduras 7.5 

Iceland 1.0 1.5 


At the Annual Meeting of the Governors of the Fund 
in New Delhi in October 1958, the Governors asked 
the Executive Directors of the Fund to consider the 
desirability of an enlargement of the _institution’s 
resources through increases in quotas. The Executive 
Directors subsequently submitted to the Board of Gov- 
ernors a report that recommended a general 50 per cent 


increase in members’ quotas, and, in view of relative 
economic growth and other considerations, higher pro- 
portional increases for 17 countries (see this News 
Survey, Vol. XI, p. 205). It was also recommended 
that countries with small quotas should have an oppor- 
tunity to increase their quotas up to certain stated 
amounts beyond 50 per cent, and that under specified 
conditions a member might increase its quota by install- 
ments. 

On January 31, 1959 the Fund’s assets amounted to 
the equivalent of $9.2 billion. Under the increases 


Quota 
Quota as of Consented 
Jan. 31, 1959 to 


New Quota After 
Increase by 


Member Installments 


U.S. dollars) 


India 400.0 600.0 
110.0 165.0 
Ireland 30.0 45.0 


Indonesia 


Israel 7.5 25.0 
Italy 180.0 270.0 
250.0 500.0 
Korea 12.5 18.75 


Japan 


Libya 5.0 

Malaya 25.0 

Morocco 35.0 52.5 
Netherlands 275.0 412.5 
Nicaragua 7.5 11.25 
Norway 50.0 100.0 
Peru 25.0 

Sweden 100.0 150.0 
Thailand 12.5 45.0 
Turkey 43.0 86.0 
Union of South Africa 100.0 150.0 
1,300.0 1,950.0 
2,750.0 4,125.0 


United Kingdom 
United States 


recommended, its assets would be enlarged by the equiv- 
alent of $5.8 billion. The increases in quotas accepted 
through September 15, 1959 are shown in the accom- 
panying table. Other countries for which new quotas 
will be established on completion of certain for- 
malities are Chile, Paraguay, Spain, Viet-Nam, and 
Yugoslavia. 
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Increase in IBRD Capital 


A major increase in the capital of the International 
Bank for Reconstruction and Development became 
effective on September 15. Authorized capital has been 
increased from $10 billion to $21 billion. Up to Sep- 
tember 15, the doubling of subscriptions by 40 member 
governments had brought the Bank $8,176 million in 
new subscriptions to capital, and further increases are 
expected from other members. In addition, 17 govern- 
ments, including Canada, the Federal Republic of Ger- 
many, and Japan, have made or indicated their inten- 
tion to make special increases in their subscriptions. 
These special additions total $625.20 million, of which 
$62.52 million will be paid in. 


The principal objective in enlarging the Bank’s cap- 
ital is o strengthen its ability to borrow funds for 
financing loans for economic development, by increas- 
ing the portion of members’ subscriptions remaining on 
call. Prior to the current action by the members, sub- 
scribed capital of the Bank amounted to $9,556.5 mil- 
lion, of which $1,911.3 million was paid in and $7,645.2 
million was subject to call to meet the Bank’s own 
obligations in the event it could not do so from its other 
resources. With the increase in subscriptions received 
to date, subscribed capital will rise to $18,357.9 million, 
of which $1,973.82 million will be paid in and is usable 
in the ordinary operations of the Bank, and $16,384.08 
million will be on call and serving as a guarantee fund 
for the Bank’s bonds and other obligations. For certain 
members with large subscriptions, the effect that the 
increases in capital now effective will have on the por- 


IBRD Loan in Italy 


The International Bank for Reconstruction and 
Development on September 16 made a loan equivalent 
to US$40 million for the construction of a 150,000- 
kilowatt atomic power plant in Italy. This is the Bank’s 
first loan for the development of nuclear power. The 
loan was made to the Cassa per il Mezzogiorno, an 
Italian Government agency, which will relend the 
proceeds to the Societa Elettronucleare Nazionale 
(SENN). SENN was established in 1957 to build, own, 
and operate the nuclear power plant. Nine of SENN’s 
14 shareholders are public utility companies, and the 
other 5 are industrial companies. Power from the new 
plant will be fed into the systems of SENN’s utility 
shareholders, covering about half of Italy and serving 
more than half the population. 

Since 1955 the Bank has been actively considering 
the development of nuclear power on a commercial 
basis. It appeared that Italy was a country where 
nuclear power should have early commercial applica- 


tion of their capital subscriptions securing the Bank’s 
obligations is as follows: 


Amount of 
Increase 


Subscription 
Prior to Increase 


Subscription 
After Increase 


(In millions of U.S. dollars) 


United States 2,540 3,175 5,715 
United Kingdom 1,040 1,300 2,340 
France 420 525 945 
Germany, Fed. Rep. 264 681 945 
India 320 490 720 
Canada 260 415 675 


Member 


The first move toward increasing the Bank’s capital 
was taken when its Board of Governors, at the Annual 
Meeting in New Delhi in October 1958, adopted a 
resolution asking the Bank’s Executive Directors “to 
consider the question of enlarging the Bank’s resources 
through an increase in the Bank’s capital.” In reply, 
the Executive Directors submitted a report which con- 
cluded that for the Bank to maintain and increase its 
lending for economic development it would, of necessity, 
have to borrow in larger amounts than heretofore to 
finance loan operations. The Executive Directors recom- 
mended that the authorized capital of the Bank should 
be increased, the increase to become effective on 
receipt by the Bank of $7 billion in new subscriptions 
by September 15, 1959 (see this News Survey, Vol. XI, 
p. 206). The member governments voted overwhelm- 
ingly in favor of the increase in capital, and the amount 
of increases in subscriptions required by September 15 
was surpassed by a large margin. 


tion, and it was accordingly agreed between the Bank 
and the Italian Government in 1957 that a joint study 
should be undertaken to establish the technical, eco- 
nomic, and financial merits of a large nuclear power 
plant to be located in southern Italy. As a part of this 
study, known as Project ENSI, tenders were invited on 
an international basis in October 1957, and nine com- 
panies—British, French, and U.S.—submitted tenders. 
In the final selection of tender, SENN had available to 
it the report of an international panel of nuclear scien- 
tists established by the Bank and reviews of individual 
tenders prepared by the U.K. Atomic Energy Authority 
and the U.S. Atomic Energy Commission, as well as 
reports and advice from its own consultants and staff. 

The total cost of the SENN project is estimated at the 
equivalent of $66.4 million. The World Bank loan will 
cover about 60 per cent of the total cost, and the remain- 
der will be provided by SENN’s shareholders. The 
Bank’s loan is for a term of 20 years and bears interest 
of 6 per cent, including the 1 per cent commission 
which is allocated to the Bank’s Special Reserve. Amor- 
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tization will begin on February 15, 1964. The loan is 
guaranteed by the Republic of Italy. 


Source: International Bank for Reconstruction and 
Development, Press Release, Washington, 
D.C., September 16, 1959. 


IFC Investment in Brazil 


It was announced on September 15 that the Interna- 
tional Finance Corporation (IFC), with participations 
by the Deltec Corporation of New York, the Chemical 
International Finance, Ltd., and the Bankers Interna- 
tional Corporation, has agreed to invest $4 million in 
Champion Celulose S.A., a Brazilian corporation, to 
help finance the construction and operation of a 
bleached sulfate woodpulp mill in Brazil. Of the $4 
million invested, $1,050,000 will be provided by IFC, 
$2 million by Deltec, $750,000 by Chemical, a sub- 
sidiary of the Chemical Bank New York Trust Com- 
pany, and $200,000 by Bankers, an affiliate of the 
Bankers Trust Company of New York. Champion 
Paper and Fibre Company of Hamilton, Ohio, controls 
Champion Celulose and will furnish the management. 

The Champion Celulose plant, located at Mogi Guacgu 
in the State of Séo Paulo, is now under construction 
and is expected to start operations late this year. The 
rated production capacity of the plant is 145 short tons 
of pulp per day. Forest plantations are being acquired 
and developed to support this production. Pulpwood 
for the plant will be primarily eucalyptus, and the pulp 
produced will be sold to Brazilian paper manufacturers 
for use primarily in the production of white papers, 
such as printing and writing grades. Champion is send- 
ing technicians and other trained personnel to Brazil to 
supervise the initial operations of Champion Celulose. 
Brazilian personnel are being trained to assume increas- 
ing responsibility for the plant’s operations. 

The total cost of the project is about $20 million. 
The $4 million investment will assist in financing equip- 
ment and construction and provide working capital. It 
will be represented by unsecured notes maturing by 
1969 and bearing dollar interest at 7 per cent and addi- 
tional cruzeiro interest contingent on profits. Under an 
agreement with certain shareholders, there will also be 
an option on common stock of Champion Celulose. 
Additional financing is being provided by the Banco 
Nacional do Desenvolvimento Economico, Brazil's na- 
tional development bank, in the form of a term loan 
of Cr$150 million. 

The IFC commitment is subject to completion of 
legal formalities and the formal approval of the Banco 
Nacional do Desenvolvimento Economico. 


Source: International Finance Corporation, Press Re- 
lease, Washington, D.C., September 15, 1959. 


Europe 


Outer Free Trade Area Negotiations 


Some 50 experts from the so-called “outer seven” 
nations met in Stockholm on September 8 to begin dis- 
cussions that are expected to last almost two months. 
The aim of the discussions is to prepare a draft treaty 
for a European Free Trade Association that could be 
approved by a ministerial meeting in Stockholm in 
November and subsequently be submitted to the respec- 
tive parliaments for ratification, in order to effect a 
common 20 per cent tariff reduction on July 1, 1960 
(see this News Survey, Vol. XII, p. 27). 


Source: Swedish-International Press Bureau, Bulletin, 
Stockholm, Sweden, September 11, 1959. 


Agreements Between France and Tunisia 


Financial and trade agreements between France and 
Tunisia, to replace the economic and financial agree- 
ment of June 3, 1955, were concluded on September 5. 
When Tunisia became independent on March 20, 1956, 
the French and Tunisian Governments stated that those 
parts of the June 1955 agreement which would be 
incompatible with the new independent status of Tunisia 
would be revised. Since that time, some of the arrange- 
ments provided by the 1955 agreement have been modi- 
fied or abolished, but the negotiations which led to the 
signing of the new agreements did not begin until 
May 1959. 

The new financial agreement enters into force on 
September 14, 1959. As previously, all exchange 
transactions between Tunisia and countries outside the 
French franc area will be effected through the Paris 
exchange market. Henceforth, however, Tunisian trans- 
actions with the French Exchange Stabilization Fund, 
the currency pool for the whole franc area, will be 
segregated in a specific account of Tunisia in the books 
of the Exchange Stabilization Fund; previously, these 
transactions had not been segregated. All foreign 
exchange receipts of Tunisia in the currencies of coun- 
tries outside the French franc area will be credited, and 
all payments in such currencies will be debited, to this 
account. The French Government has given Tunisia 
initial overdraft facilities equivalent to $15 million in 
the Exchange Stabilization Fund. Previously, no quan- 
titative limits had been set on the drawings which 
Tunisia could make against this Fund. 

The new trade agreement will become effective on 
October 1, 1959 and is for one year. It implies the 
abolition of the customs union concluded by France 
and Tunisia in the June 1955 agreement. According to 
the new agreement, Tunisia and France are free to estab- 
lish their own customs tariffs. Except in certain specific 
cases, trade between the two countries will be free from 
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restrictions. In addition, the two countries grant to each 
other preferential tariffs. It has been estimated that 
customs duties levied in Tunisia on imports of French 
commodities will be approximately 20 per cent lower 
than those provided by the general customs tariff. The 
trade agreement also provides that Tunisia may export 
to France up to 1,250,000 hectoliters of wine; of this 
total, 750,000 hectoliters may enter France free of duty, 
and the remainder will be subject to only half of the 
normal duty (i.e., 5 per cent ad valorem). The French 
Government agreed to buy, at the French domestic 
price, Tunisian hard wheat up to a total of 150,000 
metric tons and to import Tunisian barley within a 
quota of 30,000 tons. 


Sources: Le Monde, Paris, France, September 6-7 and 
8, 1959. 


Estimates of French Harvest 

Preliminary estimates, as of the beginning of Sep- 
tember, of the current harvest in France indicate a 
record harvest of wheat (approximately 11.6 million 
metric tons, against 9.6 million tons in 1958). For 
secondary cereals (barley, rye, and corn) and for 
potatoes, the crops are also reported to be plentiful. 
As a consequence of exceptionally dry weather during 
the summer, output of sugar beets is expected to be 
40 per cent below that of 1958. The wine crops are 
slightly lower than during the period 1952-56, but con- 
siderably higher than in 1957 and 1958 when wine 
output was abnormally low; the quality of this year’s 
wine is considered good. 


Source: Le Monde, Paris, France, September 12, 1959. 


Netherlands Issue of Savings Certificates 

Subscription lists for a new type of savings certifi- 
cate, offered on August 10 by the Bank for Netherlands 
Municipalities, are to be open until September 30. The 
initial amount of the issue is f. 50 million (some US$13 
million), but this amount may be increased and the 
subscription period extended. 

The certificates are sold in sets of five, each set con- 
sisting of one certificate A, one certificate B, one cer- 
tificate C, one certificate D, and one certificate E. Each 
certificate has a nominal value of f. 100 and is issued 
at 99. Type A certificates are repayable at 125 per cent 
of par as of May 1, 1965, B certificates at 150 on 
September 1, 1969, C certificates at 175 on March 1, 
1973, D certificates at 200 on February 1, 1976, and 
E certificates at 225 on August 1, 1978. The average 
yield of the issue when held to maturity is 4.31 per cent. 


Sources: Het Financieele Dagblad, Amsterdam, Neth- 
erlands, August 1 and 5, 1959. 


Bond Issues in Switzerland 


The Swiss National Bank reports that 34 Swiss and 
foreign bond issues, totaling Sw F 903 million 
(US$209.5 million), were floated in Switzerland in the 
first six months of this year, compared with 25 issues, 
totaling Sw F 619 million, in the first six months of 
1958. There were 7 foreign bond issues, totaling 
Sw F 325 million, this year, whereas no foreign bond 
issue was floated in Switzerland in the first half of 1958. 
The largest foreign loan this year was the Sw F 100 
million flotation of the International Bank for Recon- 
struction and Development (see this News Survey, 
Vol. XI, p. 214). 

Source: New York Herald Tribune, Paris, France, 
September 5-6, 1959. 


Danish-Polish Trade 


As a result of recent negotiations, Poland has agreed 
to increase its imports of machinery from Denmark, 
and Denmark has agreed to increase its imports of coal 
from Poland. The coal imports this year are now 
expected to reach 1.5 million tons, which is 300,000 
tons more than envisaged in the current trade 
agreement. 

At the next scheduled negotiations, the question of a 
long-term trade agreement, instead of the present one- 
year agreement, will be considered. 


Source: Bérsen, Copenhagen, Denmark, September 2, 
1959. 


Economic Developments and Prospects in Sweden 

According to the monthly report of the Géteborgs 
Bank, the index of industrial production in Sweden 
for the first half of 1959 was the same as for the first 
half of 1958. In the second half of the year, production 
is expected to increase in almost all sectors; and for the 
year as a whole, output may be slightly greater than in 
1958, despite the continued depression in the freight 
market and the poorer prospects for the agricultural 
sector because of the dry summer. 

The level of retail prices in Sweden has remained 
unchanged for 16 months. However, price increases 
may be expected for certain items, such as clothing and 
some food products; and if a general sales tax is intro- 
duced, a corresponding increase in the consumer price 
index will take place. The greatest threat to price sta- 
bility, however, comes from the wage negotiations for 
1960, when the demands for wage increases may be 
relatively large. 


Source: Svenska Dagbladet, Stockholm, Sweden, Sep- 
tember 9, 1959. 
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Budget Developments in Germany 


After surveying federal budget developments in Ger- 
many during the first quarter (April 1 to June 30) of 
the fiscal year, the Federal Ministry of Finance stated 
that the situation was “extraordinarily strained.” Fed- 
eral expenditures, at DM 10.23 billion, were DM 2 
billion, or 23 per cent, higher than in the correspond- 
ing quarter of the last fiscal year; receipts amounted to 
only DM 9.3 billion. The deficit of DM 920 million 
was covered by increased recourse to cash credits from 
the Bundesbank and by cash receipts which had not 
been included in the budgetary accounts. 

The sharp increase in expenditures was due to large 
extraordinary payments, such as advance payments of 
DM 626.8 million on postwar debts to the United 
States and of DM 264.5 million on such debts to the 
United Kingdom. Defense expenditures increased from 
DM 1.44 billion in the first quarter of fiscal 1958-59 
to DM 1.88 billion in the first quarter of the current 
year. Tax receipts increased in the same period by 
about DM 822 million, or 12.2 per cent, to DM 7.56 
billion. The Ministry stated that, of the increase in 
expenditures, DM 741.8 million was in the extraor- 
dinary budget. In past years it was possible to finance 
the extraordinary budget because of lower expenditures 
in the ordinary budget; now, however, the extraordinary 
budget can be financed only through borrowing. 


Source: Frankfurter Allgemeine Zeitung, Frankfurt am 
Main, Germany, September 5, 1959. 


Unemployment in Germany 


For the first time in the history of the German Labor 
Exchanges Administration, the number of persons 
unemployed has fallen below 200,000; at the end of 
August, the number was 196,349, or 19,111 less than 
at the end of July. The August figure, which amounted 
to 1 per cent of the total labor force, was 136,568 
below the lowest figure for 1958, recorded in Septem- 
ber. The strain between supply and demand on the 
German labor market remained unchanged as the num- 
ber of job vacancies increased to 350,400 in August; 
the number of vacancies was 86,000 higher than in 
August 1958. 


Source: Frankfurter Allgemeine Zeitung, Frankfurt am 
Main, Germany, September 5, 1959. 


Austrian-Turkish Debt Settlement 


In order to give effect to the multilateral agreement 
on the repayment of Turkey’s private commercial debts 
signed last May by Turkey and other OEEC countries 
(see this News Survey, Vol. XI, p. 368), a bilateral 
agreement has been concluded between Austria and 
Turkey on the settlement of the Turkish liabilities 


vis-a-vis Austria. The Austrian claims, amounting to 
$9.9 million and repayable within 12 years, will be 
settled by quarterly payments by Turkey, beginning 
July 31, 1959; during the first year, the payments will 
total $305,000. Creditors with claims that do not 
exceed $15,000 will be satisfied first; their claims 
amount to $108,000. Later, the quarterly installments 
will be distributed proportionally among the creditors. 
In the second year, Austria will receive $407,000; and 
during the subsequent 10 years, the installments will be 
increased in accordance with a formula laid down in 
the multilateral agreement. In addition, Turkey has to 
pay 3 per cent interest from May 11, 1959. The last 
payment plus interest is due on March 31, 1972. 


Source: Osterreichische Nationalbank, 
Vienna, Austria, August 1959. 


Mitteilungen, 


Middle East 


Commercial Policy in Egypt (U.A.R.) 

Decisions have recently been taken to reorganize 
Egypt’s foreign trade in line, according to the Governor 
of the National Bank of Egypt, with a return to normal 
conditions in the export trade. In a statement announc- 
ing the new measures, the Central Ministry of Economy 
and Commerce points out that after Suez the country 
was faced with political and economic conditions that 
necessitated certain emergency measures, such as per- 
mitting barter transactions. A return to normal condi- 
tions in export trade now means that the emergency 
measures should be abolished and efforts made to pro- 
mote direct Egyptian exports against free currencies, 
and without discounts, to areas where previously such 
exports were normally directed. 

Under the new export policy, barter deals will no 
longer be permitted, and efforts will be made to prevent 
the re-export of Egyptian goods in foreign markets. 
Trade in Egypt’s main export commodities (raw cotton, 
cotton yarn and textiles, fruits and vegetables) will be 
supervised by federations or special trade chambers. 
All other exports will be effected only through author- 
ized exporters, for whom there will be a special reg- 
ister with the Ministry of Economy and Commerce. 

For cotton, the Government has set as an objective 
the realignment of Egyptian prices with international 
prices. As a step toward this goal, cotton export taxes 
have been abolished, effective September 1, 1959, 
except the tax on Ashmouni cotton, which is being 
retained in order to aid local spinners. The yield of 
the cotton export taxes was about LE 7 million in the 
1958-59 cotton season ended August 31. The policy 
that will be followed is designed to unify cotton export 
prices by establishing new contracts for Egyptian cotton 
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and gradually reducing the export discounts on cotton. 
The Exchange Control Department will take the meas- 
ures necessary to ensure that Egyptian cotton is not 
re-exported in foreign markets. The Egyptian Federa- 
tion of Cotton Exporters is being reorganized, with 
new by-laws that will ensure government supervision 
and will eliminate harmful practices. All 
exporters will have to join the new federation. 


To implement the various measures, all foreign 
exchange transactions must be effected through the 
central bank (or authorized banks). Exporters will 
surrender foreign exchange proceeds to the central 
bank, and importers will purchase their foreign exchange 
requirements from the bank. There will be no link 
between any export and import transaction. Foreign 
exchange will be sold to importers at a unified rate 
involving a surcharge of 27.5. per cent (corresponding 
to the premium to exporters offsetting the discount now 
permitted on sales in foreign exchange). The term 
“importers” covers all government departments. Pre- 
viously, purchases by these departments were subject 
to a surcharge of 17.6 per cent. 


cotton 


Source: Al Ahram, Cairo, Egypt, September 1, 1959. 


Capital Market in Israel 


The Israel share market has recently become very 
active, with demand exceeding supply. Quotations have 
risen by 40-50 per cent. 

For the past few years, the share market had been 
depressed, and the investing public was willing to buy 
little but bonds (mainly government or government- 
guaranteed issues) linked either to the official exchange 
rate or to the cost of living index. The new interest in 
shares appears to have a number of causes, including 
favorable financial reports of companies, the Govern- 
ment’s more liberal depreciation policy, and recent leg- 
islation for the encouragement of capital investment 
(see this News Survey, Vol. XII, p. 21). 


Source: The Financial Times, London, England, Sep- 
tember 8, 1959. 


Far East 


India’s Policy on Manganese Exports 


With a view to stimulating the export of manganese 
ore, the Indian Railway Board has decided that, as of 
September 1, a rebate will be granted on freight pay- 
ments for shipments of medium-grade and low-grade 
manganese ore to ports from stations situated in the 
interior. The amount of the rebate will depend on the 
grade of ore and the mileage covered by the shipment. 
For medium-grade ore shipped more than 300 miles, the 
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rebate will be Rs 2.18 (US$0.458) per ton; and for 
that shipped more than 600 miles, it will be Rs 4.36 
per ton. The corresponding rebates for low-grade ore 
will be Rs 2.99 (US$0.628) per ton and Rs 6.53 
per ton. 


Source: The Statesman (Overseas Edition), Calcutta, 
India, September 5, 1959. 


Flood Damage in Taiwan 


Property damages in Taiwan caused by the floods in 
August are estimated at more than NT$3 billion 
(US$80 million), equivalent to 10 per cent of national 
income in 1958. Agricultural losses alone are estimated 
at NT$1.4 million. The damage to industrial produc- 
tion capacity, however, is reported to be small. Reha- 
bilitation work is under way in the afflicted areas. ‘The 
Provincial Government is seeking to implement a 
NT$600 million plan to restore agricultural output. 
An initial fund of NT$4.7 million to help farmers and 
also NT$12.4 million for the rehabilitation program 
are reported to have been appropriated. A plan to 
exempt the flood victims from the land and housing 
tax is being considered; and an extensive project to build 
new houses in the flood stricken areas is under way. 


Source: Chinese News Service, Press Release, New 
York, N.Y., September 1, 1959. 


Japan's Trade with the United States 


The U.S. Department of Commerce reports that 
Japan’s trade with the United States during the first half 
of 1959 resulted in a surplus in favor of Japan, the 
first such surplus since World War II. Japan’s exports 
to the United States in the first half of 1959 amounted 
to $457 million, 51 per cent more than in the same 
period of 1958; imports fell by $5 million, to $438 
million. Among exports, the most substantial increases 
were in metals and metal manufactures, textiles, wood, 
and paper. Japan’s imports of raw cotton, foodgrains, 
and aircraft parts fell considerably, while its imports of 
oilseeds, scrap metal, chemical specialties, and rubber 
manufactures exceeded those in the first half of 1958. 


Source: The Journal of Commerce, New York, N.Y., 
September 15, 1959. 


Prescription of Currency in the Philippines 


The Central Bank of the Philippines has announced 
that Philippine foreign exchange reserves will hereafter 
include sterling, Canadian dollars, deutsche mark, and 
Swiss francs, in addition to the U.S. dollar. Philippine 
international transactions may now be settled in these 
four currencies, as well as in U.S. dollars as hitherto. 
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Also, commercial banks are authorized to open and 
maintain accounts abroad in these currencies. The 
announcement also said that the Japanese yen may be 
included in Philippine international reserves if and when 
that currency becomes freely convertible. 


Source: The Journal of Commerce, New York, N.Y., 
September 14, 1959. 


United States and Canada 


U.S. Discount Rate 


The Board of Governors of the Federal Reserve 
System has approved an increase in the discount rate 
at the Reserve. Banks from 342 per.cent to 4 per cent, 
the highest since 1932. The action reduces the spread 
between the discount rate and the Treasury bill rate, 
which reached 4.2 per cent on September 14. The 
discount rate increase had been anticipated following 
the recent increase from 42 per cent to 5 per cent in 
the “prime” rate on business loans (see this News 
Survey, Vol. XII, p. 87). 

Sources: The Wall Street Journal, New York, N.Y., 
September 11 and 15, 1959. 


Business Conditions in the United States 


In August, as in July, the steel strike caused a reduc- 
tion in total industrial production in the United States. 
The Federal Reserve Board index of industrial output, 
adjusted for seasonal variation, fell to 149 per cent of 
the 1947-49 average, from 153 per cent in July and 
155 per cent in June. The steel industry in August was 
operating at only 12 per cent of capacity, compared 
with 42 per cent in July. The strike was beginning to 
have an effect on other industries: some metal fabricat- 
ing industries began to reduce output. In the automo- 
bile industry, production was decreased as the change- 
over to 1960 models was taking place. Output of non- 
durable goods in August was maintained at the high 
level reached in July. 

Unemployment fell in August to 3.4 million persons, 
the decline of 300,000 from the July figure being about 
half the normal seasonal decline. Striking steel workers 
are not considered unemployed, but in other industries 
there were layoffs of about 125,000 persons as a result 
of the steel strike. The curtailment of activity in the 
automobile industry caused unemployment to increase 
by 80,000. The seasonally adjusted rate of total unem- 
ployment rose from 5.1 per cent of the labor force in 
July to 5.5 per cent in August. Total — fell 
by 350,000, to 67.2 million persons. 


Consumer installment credit at the end of July was 
at the new high figure of $36.4 billion, after allowance 
for seasonal changes; this was almost $3.4 billion more 
than installment debt a year earlier. The July increase 
amounted to $500 million, the largest increase in any 
month since September 1955, when the seasonally 
adjusted figure rose by $518 million. Extensions of 
new credit in July rose by $4.1 million, seasonally 
adjusted; the adjusted figure for debt repayments was 
$3.6 million. The seasonally adjusted figure for non- 
installment credit (single payment loans, charge 
accounts, and service credits) rose to $10.8 billion at 
the end of July, an increase of $958 million over such 
credit on July 31, 1958. 


The Wall Street Journal, New York, N.Y., 
September 2, 11, and 16, 1959: 


Sources: 


U.S. Plant and Equipment Expenditures 


Outlays on new plant and equipment in the United 
States are now expected to total $33.25 billion in 1959, 
about 9 per cent above expenditures in 1958 but 10 
per cent below the record outlays in 1957. Rates of 
outlay for the second half of the year represent an 
upward revision since the survey conducted by the 
Department of Commerce and the Securities and 
Exchange Commission in June; estimates at that time 
indicated that expenditures for the year would rise by 
7 per cent (see this News Survey, Vol. XI, p. 396). 
Earlier, in March 1959, outlays for the year had been 
expected to be only 4 per cent above those in 1958. 

Manufacturers expect to spend about 9 per cent 
more in 1959 than in 1958; outlays by railroad and 
other transportation companies are expected to rise by 
about one third, the increase by the latter group being 
attributable largely to airlines. The only decline from 
1958 is expected in expenditures by public utilities, 
reflecting an anticipated decline in spending by electric 
power companies. 


Source: Department of Commerce, Press Release OBE 


59-68, Washington, D.C., September 11, 1959. 


Canadian Refunding Operation and Treasury Bill Rate 


The Canadian Government has announced that it 
will offer $550 million in bonds and Treasury bills to 
refund an equal amount of 3 per cent bonds maturing 
October 1, 1959; $225 million of the new issues will 
be sold to the Bank of Canada in exchange for the 
Bank’s holdings of maturing bonds, and $325 million 
will be offered to the public. There will be three issues: 
5% per cent three-year bonds, priced at 97.75, to yield 
6.33 per cent; 5% per cent one-year bonds, at 99, to 
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yield 6.55 per cent; and 3 per cent one-year seven- 
month noncallable bonds, at 94.65, to yield 6.61 per 
cent. Both of the 542 per cent issues may be exchanged 
later for 16-year noncallable bonds that will yield from 
5.60 per cent to 5.72 per cent. 

The Treasury bill rate on September 10 was at 5.80 
per cent, and the discount rate was raised correspond- 
ingly to 6.05 per cent. 

Source: The Wall Street Journal, New York, N.Y., 
September 15, 1959. 


Latin America 


Economic Developments in Argentina 


The Argentine Minister of Economy, in a recent 
speech, discussed some of the difficulties encountered 
in the implementation of the stabilization program 
inaugurated last December (see this News Survey, 
Vol. XI, pp. 210 and 355). Although the strengthen- 
ing of policies resulting from the government reorgan- 
ization last June appears to be effective, the Govern- 
ment still faces many problems, including a considerable 
Treasury cash shortage. Measures taken to reduce this 
deficit include (1) a reduction of the budget for the 
armed forces and the disposal of government property; 
(2) the transfer of 30,000 public workers to private 
enterprise, starting with the less needy and the younger 
employees; (3) reform of the social security legisla- 
tion, beginning with transitional arrangements for one 
year, since the income of the funds is inadequate to 
finance commitments and the Government is unable to 
pay either its contributions or the interest on its obli- 
gations; (4) elimination of all direct and indirect sub- 
sidies, because of their high cost; (5) a reduction in 
government investment in public enterprises (in the 
current fiscal year, M$N 25 billion is budgeted for 
such investment), and encouragement of private enter- 
prise; and (6) an increase in revenues, not only by new 
taxes but also by favorable conditions for natural 
growth. Large capital gains of private business as a 
result of devaluation will be taxed. The tax burden on 
the high income brackets will be increased, although 
the Government recognizes that there are limits to the 
effectiveness of these measures. It points out that 1 per 
cent of the taxpayers now contribute 31 per cent of 
the tax revenue; if their income were taxed 100 per cent, 
total collections would increase by only M$N 3 billion. 


Source: La Nacién, Buenos Aires, Argentina, Septem- 
ber 2, 1959. 
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Other Countries 


Australian Wool Sales 


Prices at the opening of the 1959-60 Australian wool 
season in late August exceeded even the most optimistic 
preseason forecasts. Widespread competition lifted 
opening day quotations some 122 per cent above those 
at the close of the 1958-59 season in June. This sharp 
rise was confirmed on subsequent selling days by a 
further aggregate gain of the order of 24% per cent. 


Source: National Bank of Australasia, Wool Letter, 
Melbourne, Australia, August 29, 1959. 


Australia’s Meat Sales fo the United States 


A report of the Australian Minister for Primary 
Industry shows that both the volume and the value of 
exports of meats from Australia to the United States 
during the fiscal year ended June 30 reached new high 
figures. The value of sales of beef, veal, mutton, and 
lamb totaled nearly $50 million. 


Source: Australian News and Information Bureau, 
Australian Daily News, New York, N.Y., Sep- 
tember 4, 1959. 


Abolition of Import Licensing in Papua and New Guinea 


The Australian Minister for Territories has announced 
that all import licensing in the Territory of Papua and 
New Guinea was abolished as from September 1. The 
Minister said that this step was made possible by Aus- 
tralia’s improved balance of payments position. A 
considerable relaxation in import licensing was effected 
in Australia as from August 1 (see this News Survey, 
Vol. XII, p. 56); but developmental needs in Papua 
and New Guinea led to the abolition of licensing in 
the Territory. 


Source: Australian News and Information Bureau, Aus- 
tralian Daily News, New York, N.Y., Septem- 
ber 1, 1959. 


International Financial News Survey, written by mem- 
bers of the staff of the Fund, is based on material 
published in newspapers, periodicals, official documents, 
and other publications as cited at the end of each note. 
Explanatory material may be added, but no Fund 
editorial comment or opinion. Therefore any views 
expressed are taken from the sources quoted and are not 
necessarily those of the Fund. 

The News Survey is published weekly, except in the 
Christmas and New Year weeks. It may be obtained free 
of charge by applying to 
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